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The most serious economic problem for South Vietnam is the 
Tall in DOD spending from $400 million to <felOO mUUnn 
been withdraw n. Congress has thus far been unwilling to rep! 
DOD economic support with AID funds* 
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There are programs whi c h require substantial local expenditure which 
DOD has agreed to continue, both because of their utility and their con- 
tribution to economic support. However, with the reduction of DOD 
employees, both military and civilian, in Saigon, DOD needs assistance 
from AID to implement these programs. DOD is fully prepared to reimburse 
AID for the costs involved* Although it is my understanding that USAID 
in Saigon has been willing to take on whatever responsibilities are useful 
and to modify its staffing pattern if necessary, AID/W has been a majo r 
problem. The, approach has not been how can AID heln. h-ut why a to 
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The attached cable is a key example. The dependent shelter program would 

employ thousands of people; it is mainly women and children who will live 
an the houses; DOD has switched from a self-help program to civilian 
contracting. Neither of AID/W* s arguments hold water. USAID would 
work with local civilian contractors. While the housing is located on 
ARVN installations, the cooperation with ARVN units would be minimal «•« 
perhaps some site inspections and arrangements for access. USAID's 
relationship would be with the civilian contractors. T he second ATF> 

•point is preposterous. With the large USAID staff in Saigon;, thifTTew 
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mi ll i on dollar program would, at most, merely limit the rapidity of the cut 
in staff. If AID does not have people who know how to contract fox building 
houses, what has it been doing in housing programs*- for many years? The - 
dependent housing decision is serious© About *j>7 million ; n economic 
support. could be lost any day, if AID/W does not reverse its position. 
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AID/W has given DOD s — 7~ /W ‘ ti^wr thfiaa 

now assigned the capability to Saigon to do the. 30 b. However, thfcse 

funds were nearly lost* 
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The President. is determined to provide adequate ec<m?mic snpportfor 
South Vietnam* To the extent DOD funds can be used, pressure. 
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find 

I hope you can take forceful- action to change the general attitude 
AID/Vf on these jinportant South Vietnam ?0D projects. I f ‘ h « r€ t"*^ 
real legal problems. I would be interested m.eeeing an analyma ^ttem.;. 
Most immediate is the importance o£ revering the dependent housing . 

decision* 
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SUBJECT I DEPENOENT 8HEUT£R PROGRAMS AND ARVN HOSPITAL 

t 

REP 8 (A) SAIGON 11987 fB) SAIGON 18593 

la AFVER SERIES OP DISCUSSIONS WITH COD* AJD/W HAS SNSI® 
CATEO TO ©CO THAT USASO/SilSON a ILL MOV ASSUME RS5P0W3S© 
OJLITy-FOR MANAGING ‘THE REMAINDER OF ?Hg VsgYNAMESE • HXtl®- 

VARY DEPENDENT SHELTER PROGRAMS, Mg 8EL2£Vg THAT eS>J 
GROUNDS C&3 OF A HORitLOaO 7NV0LVIN3' £1*838 gQQFgR&fSQM MITM 

ARVN units IN NUMEROUS LOCATIONS' JN vjgTHA*V SMS SF fl 

WORKLOAD EXCEEDING OUR ST.^FSnG SAPAGItlTTSSj THAT -THIS 
ACTIVITY CAN NOT BECOME AN AID RESPONSIBILITY, AJB/W 
SUPPORTS DEPENDENT SHELTER PROGRAM AS OgOISASLE ACTIVITY 

BUT FEELS IT BEST -W£ NOT BP, INVOLVED THIS ACTIVITY, 
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2. AFTER CAREFUL REVIEW acI/ C0RRSSP0nS£NC 2 PERTAINING 
ARVN HOSPITAL PROPOSAL# AJO .AND BOO A0«*£€ THA7 DBO SHOULD 
ALSO MANAGE CONSTRUCTION iPVH HOSPXTAv. THEREFORE* USAID 
SHOULD NOT PLAN T*KE O.VEP Y«j!8 ACTSVIW, 

3, DECONTROL 8/6/74* RQCEG8 - 
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